Introduction
Skilled nursing facilities (SNF's) certified under Medicare provide subacute skilled nursing or rehabilitative services for beneficiaries who are not sick enough to need the acute care services provided by hospitals, but are too sick to be cared for at home. The SNF patient may receive a variety of services that include skilled nursing care; physical, speech, or occupational therapy; drugs; blood; medical supplies such as splints or casts; and the use of durable medical equipment.
The SNF benefit was intended as a less costly alternative to continued hospital stay for post-acute medical or rehabilitation services: "Medicare's SNF benefit was specifically designed to provide only for relatively short-term subacute care needs" (Gornick and Hall, 1988) . Thus, eligibility for 100 covered days of care under the SNF benefit was tied directly to a hospital stay of at least 3 days preceding admission to the SNF, and Medicare covered the SNF admission only if the conditions requiring SNF care were the same conditions treated during the prior hospital stay. The program required the attending physician to certify that the enrollee needed skilled nursing care, physical therapy, or speech therapy for these conditions. Transfer to an SNF had to occur within 30 days of the hospital date of discharge (the original 14-day requirement was changed to 30 days).
The SNF benefit of 100 days of care was linked to the benefit period, or spell of illness, which began the first day an enrollee used hospital services and ended when the enrollee had not been an inpatient of a hospital or SNF for 60 consecutive days. At the beginning of each new benefit period, Medicare hospital insurance (HI) coverage was completely renewed, signaling the availability of an additional Reprint requests: Viola B. Latta, 2502 Oak Meadows Building, 6325 Security Boulevard, Baltimore, Maryland 21207.
ancing Note 100 covered days of SNF care for the enrollee.
From 1967 through 1988, Medicare paid 100 percent of the reasonable costs for the first 20 days of covered SNF care. For the 21st-100th day, Medicare paid all reasonable costs except for the beneficiary coinsurance. If the beneficiary needed care that extended beyond 100 days during the benefit period, the beneficiary was responsible for all of the SNF charges.
An important law with potential to affect the use of the SNF benefit was the Social Security Amendments of 1983 (Public Law 98-21), which established, effective October 1, 1983, the prospective payment system (PPS). Although PPS specifically concerns short-stay hospitals (SSH's), the ramifications of the law were expected to be felt by all providers furnishing post-hospital care. PPS gave SSH's an incentive to discharge patients as soon as medically feasible in their recovery period because Medicare SSH payments were predetermined prospectively for the entire stay, rather than based retrospectively on reasonable cost. A likely result of PPS would be a decrease in hospital length of stay and a corresponding increase in the transfer of hospital inpatients to SNF's.
As expected, the average covered days of care (CDOC) per discharge for short-stay hospital Medicare inpatients decreased following the institution of the prospective payment system. The average CDOC fell from 10.1 days in 1983 to 8.4 days in 1985. However, the average CDOC held steady at 8.4 days in 1986 and then rose slightly, to 8.6 days, in 1987. The average CDOC for SSH's, therefore, decreased at an average annual rate of 5.2 percent from 1981 through 1987.
In comparison, the average CDOC for SNF patients declined from 29.2 days in 1981 to 21.5 days in 1987, an average annual decrease of 9.7 percent. Gornick and Hall (1988) reported that "the decline in mean number of covered SNF days per user reflects both an increase in short covered SNF stays and a decline in relatively long covered SNF stays . . . from 1983 to 1985, SNF stays with 7 or fewer covered days increased more than 56 percent and SNF stays with 31 or more covered days decreased 18 percent."
One factor that may have contributed to the reduction in long covered SNF stays is the increase in the SNF coinsurance amount. The SNF coinsurance, which takes effect on the 21st day of a covered stay, is based on one-eighth of the inpatient hospital deductible. In 1987, this deductible was $520. Thus, the SNF coinsurance was $65 per day and in some cases, exceeded the SNF's full charge. There is some perception that this coinsurance liability may have induced patients and their families to seek alternative arrangements for continuing care. Also, because of PPS, there was increased physician attention to alternative arrangements that may have directed some of the patients into home health care.
For a variety of reasons, including increased emphasis on ambulatory surgery and perhaps the focused efforts of peer review organizations, the rates of SSH discharges per 1,000 HI enrollees decreased 4.5 percent from 1981 through 1987. During the same years, the number of SSH facilities declined from 6,067 to 5,850 facilities, decreasing at an average annual rate of 1.2 percent.
On the other hand, the SNF admission rate in 1987 was the same as in 1981, 10 per 1,000 HI enrollees. During this period, the number of SNF providers grew from 5,295 facilities to 7,379 facilities, increasing at an average annual rate of 11.7 percent. Included in the 1987 count of SNF providers were 1,058 swing-bed hospitals. The swing-bed concept was incorporated into the Medicare program by the provisions of the Omnibus Reconciliation Act of 1980 . Under this law, rural hospitals with fewer than 50 beds could use the beds to furnish both acute and post-acute care (that is, SNF level of care). The Omnibus Budget Reconciliation Act of 1987 (Public Law 100-203) extended the swing-bed option to rural hospitals with fewer than 100 beds.
As a percent of SSH discharges, the SNF admissions increased from 2.6 percent in 1981 to 3.5 percent in 1986 before dropping to 3.2 percent in 1987. One reason a higher percentage of hospital discharges were followed by an SNF admission could be the incentives embedded in PPS for hospitals to discharge patients as soon as medically feasible, a practice characterized as "quicker and sicker." However, Gornick and Hall (1988) cite the increase in the number of procedures (previously done solely on an inpatient basis) that are being performed in an outpatient setting (e.g., cataracts). Patients having these procedures would not have been likely to need or use post-acute services. Thus, of the patients hospitalized today, a larger proportion are likely to need post-hospital care in an SNF.
In summary, the implementation of PPS was followed by a general decline in the rate of SSH discharges per 1,000 enrollees. Although the rates for SNF admissions per 1,000 HI enrollees remained fairly constant from 1981 through 1987, SNF admissions as a proportion of SSH discharges rose about 35 percent. The average covered days of care per SNF admission decreased.
Selected data highlights
For Medicare beneficiaries using HI benefits during the period 1981-87, trend data are displayed to show the patterns of both SSH and SNF use before and after the implementation of PPS. The SNF admission rate per 1,000 HI enrollees provides a measure to assess the impact of PPS on SNF use. SNF admissions increased from 10 per 1,000 enrollees in 1981 to 12 in 1985. However, the SNF admission rate declined to 11 per 1,000 in 1986 and returned to 10 per 1,000 in 1987. Therefore, according to this measure, there was little change in the use of SNF care following the implementation of PPS. Because of the changes in the patterns of hospital use resulting from the impact of PPS, SNF admissions as a percent of SSH discharges climbed 35 percent, rising from 2.6 in 1981 to 3.5 percent in 1986.
In noting the AARC from 1981 through 1987: • The number of SSH providers decreased at an average annual rate of 1.2 percent. In contrast, the number of facilities providing SNF services grew at a rate of 11.7 percent; this included swing-bed hospitals.
• SSH discharges declined at a rate of 1.8 percent, and SNF admissions increased at the rate of 6.2 percent.
• Per 1,000 HI enrollees, SSH discharges decreased at a rate of 4.5 percent and the rate of SNF admissions remained steady.
• The average CDOC for each SSH discharge decreased at a rate of 5.2 percent, while the average CDOC per SNF admission decreased 9.7 percent. Thus, there was a more notable decrease in the average CDOC per SNF admission. The average CDOC declined from 29.2 days in 1981 to 21.5 days in 1987, representing a drop of 24 percent. This pattern was similar to that reported in the Health Care Financing Review. The authors reported that the decrease in the average CDOC per SNF admission during the period 1981-85 was entirely in PPS States (Guterman et al., 1988) . Gornick and Hall noted that this declension "reflects both an increase in short covered SNF stays and a decline in relatively long covered SNF stays."
For the period 1971-87, trend data are presented in Table 2 to identify patterns in the use and cost of SNF services. The data are arrayed by calendar year and include the number of CDOC, the amounts of covered charges, the total amounts of program payments under Medicare Part A and Part B, and the amounts of program payments to SNF's. Table 3 . Covered admissions and CDOC are shown along with the corresponding amounts of covered charges and program payments.
Of the U.S. census regions, the rate of covered SNF admissions ranged from 8 per 1,000 enrollees in the Northeast and South Regions to 16 per 1,000 in the West Region. Per 1,000 enrollees, the highest number of CDOC was reported in the West Region (306 days); the lowest, in the South Region (170 days). The average number of SNF CDOC per admission ranged from 19.0 days in the West Region to 29.6 days in the Northeast Region.
Average covered charges per admission were lowest in the North Central Region ($3,305) and highest in the Northeast Region ($4,194) . Average program payments were lowest in the South ($1,507) and highest in the West Region ($1,825). The largest amounts of average covered charges per day ($196) and Medicare program payments per day ($96) were recorded for the West Region.
In the United States, 10 out of every 1,000 Medicare HI enrollees were admitted to SNF's in 1987. Overall, the States in the South Atlantic Division showed the lowest admission rates per 1,000 enrollees. Delaware, the District of Columbia, Georgia, and Maryland admitted Medicare patients to SNF's at the rate of 4 admissions per 1,000 enrollees. Virginia and North Carolina's rate was 5; Florida's rate was 6; South Carolina and West Virginia registered 7 SNF admissions for every 1,000 enrollees.
On the other hand, the States with the highest admission rates per 1,000 enrollees were located in the West North Central Division. These States were well above the national admission rate of 10. Iowa and North Dakota, respectively, reported 23 and 24 admissions per 1,000 enrollees. Kansas (20) and Nebraska (19) were followed in rank by Missouri (16) and Minnesota (13), while South Dakota (11) tied the national rate.
Among the States, Arkansas and South Dakota had the lowest average CDOC (13.3 days) per admission, and Hawaii had the highest (35.4 days). The smallest Table 4 . The number of covered admissions, CDOC, amounts of covered charges, and program payments are displayed by the age, sex, and race of the Medicare beneficiary.
With advancing age, the number of SNF covered admissions per 1,000 enrollees increased dramatically. For enrollees aggregated into the various age cohorts under 75 years of age, admissions ranged from 2 to 8 per 1,000 enrollees. Medicare patients 75-79 years of age were admitted at a rate of 12 for each 1,000 enrollees. In the group of enrollees 80-84 years of age, the admission rate per 1,000 climbed to 21; and for the elderly people 85 years of age or over, the rate was 34 per 1,000 enrollees.
• accounted for 141,809 admissions, or nearly 43 percent of all SNF admissions (327,012).
• Two of the 12 leading diagnoses, hip fracture (ICD-9-CM code 820) and acute cerebrovascular disease (ICD-9-CM code 436) accounted for nearly 25 percent of all SNF admissions and charges.
• Of the 12 leading diagnoses, the average CDOC per admission ranged from 15.6 days for malignant neoplasm of the trachea, bronchus, and lung (ICD-9-CM code 162) to 33.9 days for chronic ulcer of skin (ICD-9-CM code 707).
• Covered charges per admission ranged from $2,497 for heart failure (ICD-9-CM code 428) to $5,959 for chronic ulcer of skin. Days of care cohorts are the focus of 
Definition of terms
Admission-The formal admission of a patient into an SNF participating in the Medicare program. Admissions include those who died during an SNF stay or were transferred to another SNF. The admissions shown in this article reflect beneficiaries who received at least 1 covered day of SNF care under the Medicare HI program.
Covered charges-The SNF's covered charge for room, board, and ancillary services as recorded on the billing form (HCFA-1450 or HCFA-1453 .
Covered day of care-A day of SNF care during which the services (determined to be medically necessary) covered by Medicare were furnished to a person eligible for HI benefits. The day of discharge is not counted as a day of care.
Principal diagnosis-The principal diagnosis is the condition established after study to be chiefly responsible for the admission of the patient to a SNF. All diagnostic information in this article are classified according to the ICD-9-CM. Three, four, or five-digit codes are assigned for each principal diagnosis.
Program payments-Payments under the HI program are based on interim reimbursement rates reported on processed bills. The interim rates are established to reflect current costs as closely as possible. These are usually established as a per diem amount or as a percentage of the total charges. Figures shown exclude amounts for which the patient is responsible such as deductibles, coinsurance, and charges for noncovered services. The final amount of program payments due under Medicare to each provider of medical services is determined after the end of the fiscal year on the basis of the provider's audited reasonable cost of operations.
Skilled nursing facility-An institution providing inpatient skilled nursing and restorative care services and meeting specific regulatory certification requirements. The SNF must be certified under Medicare in order to be reimbursed.
State-Refers to the State where the beneficiary is living, not the State where he or she receives services.
Sources and limitations of data Data are derived from a 100-percent count of billing forms submitted by participating SNF's for reimbursable inpatient SNF services. Data are based on records processed and recorded as of December 1988. It is estimated that the totals for the covered days of care and reimbursements are approximately 95 percent of the eventual totals. Thus, the rates may be less than would prevail if completed data were available. Comparisons of rates should be taken as indicative of differences by relevant characteristics rather than as final measures of the rates.
The data for SNF covered days of care should be used cautiously. The decline in the average covered days of care does not necessarily indicate a decline in the patient's actual length of stay.
